Canada's New Free Trade Agreement 
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Canada 


Canada and the United States recently 
negotiated a new Free Trade Agreement, or FTA. 
The FTA will benefit all regions and all sectors 
of the economy. Here’s how. 


¢ It will help Canada compete. 


If you export to the U.S., you will get a larger 
and more secure market for your goods. A 
larger market means you can produce more 
efficiently, in longer and larger runs. Your costs 
will go down. Competing in the U.S. market 
now will help us in global competition as well. 


e It will cut costs and lower prices. 


If you are shopping for groceries, appliances, 
clothing or a new car, you will get a wider 
range of choices at lower costs. Your dollar 
will buy more. 


* It will mean more jobs for Canadians 


— in farming, fishing, forestry, mining and 
manufacturing 

— in service industries like banking, insurance 
and telecommunications 

— in the energy field, and 

— in supplying government with goods 
and services. 


® |t will mean better and higher paying jobs. 


Lower costs mean more profit. This in turn 
means businesses will invest more in tech- 
nology, giving Canadians higher quality jobs 
and higher paying jobs. 


° It will protect Canada’s 


— cultural industries 

— regional development programs 

~— social programs 

— agricultural marketing boards 

Let’s look at how Canadians will gain from 
Free Trade. 


TARIFFS 


A country imposes tariffs when it adds a tax on 


imports. This increases the cost of those imports. 


What We Got 


Canada and the U.S. agreed to drop tariffs 
completely over a 10 year period. 
Some tariffs will be dropped completely on 


January 1, 1989, some on January 1, 1993 and 
the rest by January 1, 1998. 


Here’s What We Kept 


Tariffs will come down more slowly in some 
areas sensitive to U.S. competition: 

— most farm products and processed food; 
— textiles and clothing; 

— appliances; and, 

— many other manufactured goods. 

This will help these industries to adjust. 


For 20 years, we'll be able to put temporary 
tariffs on fresh fruits and vegetables if Canadian 
producers need special protection. 


How Will Business Benefit? 


The U.S. Government collected almost 

$900 million in tariffs on Canadian exports in 
1986. These tariffs will disappear. 

High tariffs currently keep us out of some U.S. 
markets. With Free Trade, these markets will 
open up to Canadian goods and services. 
The U.S. will remove its customs user fee by 
1993. This fee imposes a charge on all imports 
to the U.S. It currently adds over $200 million 
a year to the cost to U.S. buyers of Canadian 
goods. 

With our own tariffs gone, Canadian business 
people will be able to import a wider range of 
U.S. goods at lower cost. This will help them 
keep their production costs down. 


How Will You Benefit Personally? 


You will find Canadian and U.S. goods cheaper 
to buy. 


Free Trade will encourage Canadian firms to 
compete on the basis of cost. Suppose you are 
building and furnishing a new home. Duty-free 
trade could save you up to $8000 over present 
costs. If you earn $23,000, lower prices would 
give you an extra $700 to $1000 in your pocket 
each year. 


e Extra money in your pocket will recycle 
through the economy. It will create thousands 
of new jobs, particularly in the service sector. 
All regions of Canada will benefit. 


TRADING RULES 


What We Got 


The new FTA sets up a Canada-U.S. Trade 
Commission to govern the whole Agreement and 
resolve trade problems as they arise. 

The countries agreed on a unique new way to 
settle disputes. The Commission may refer trade 
disputes to special panels for binding decisions. 

Either country can also request a panel 
to examine future changes to dumping and 
countervail laws. 

Dumping involves selling goods in another 
country at lower than the fair market price in your 
own country. Countries impose countervailing 
duties when they judge that imports have been 
subsidized unfairly. 

Both countries also agreed not to use technical 
standards as a barrier to trade. 


Here’s What We Kept 


¢ We kept our power to protect Canadian 
producers against dumping or unfair U.S. 
subsidies. 

e We kept our power to maintain and undertake 
new regional development programs, to pro- 
mote research and development and assist 
small business. 


How Do You Benefit? 


lf you are a Canadian investor or producer, the 
FTA will protect your access to the U.S. market. It 
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will prevent unfair action by U.S. competitors. You 

can put dumping and countervail cases before 

an impartial panel. This prevents one-sided . 

decisions. 

e The system for settling trade disputes will have 
a “watchdog” effect. This will discourage 
frivolous trade suits and cut the number 
of complaints. 

¢ The FTA imposes strict time limits on settling 
disputes. So the system will resolve your trade 
problems quickly. It will replace rather than add 
to final appeal to U.S. courts. 


AGRICULTURE 


What We Got 


e Removal of tariffs over 10 years. 

¢ The new FTA will free Canada from U.S. beef 
and veal import laws. 

e The FTA will prevent the U.S. from subsidizing 
farm exports to Canada. 

e The U.S. cannot use technical regulations and 
disguised barriers to trade. 


Here’s What We Kept 


¢ For the next 20 years, Canada can restore tariffs 
temporarily on fresh fruits and vegetables to 
counter American competition. 

° We keep our present farm marketing boards. 
And we can put new ones in place. 


How Do You Benefit? 


¢ Canadians presently export to the U.S. almost 
$4 billion a year in meat and livestock, grains 
and oilseeds, potatoes and processed food. 
Farm exports will grow under the FTA. If you 
are a farmer or producer, the deal gives you 
tariff-free trade and secure access to the 

U.S. market. 

We will protect farm income and jobs in agri- 
culture. Our marketing boards are safe. 

Food processors will have access to 
competitively priced goods. 

These benefits will help farmers and producers 
across the country. 


ENERGY 
What We Got 


The FTA gives us secure and guaranteed 
American markets for Canadian oil, gas, coal, 
electricity or uranium. 

It eliminates tariffs on crude oil and refinery 
products. 

It puts in place special consultation so that 

the U.S. does not discriminate against Canadian 
energy products. 

The U.S. and Canada have agreed in times of 
shortage to treat each other fairly. 


Here’s What We Kept 


We keep full power to monitor energy exports, 
to ensure we have enough for our own needs. 
We retain the right to decide in Canada if 

we need to conserve our supplies, and by what 
means. 

Canadian energy will be sold at made- 
in-Canada prices negotiated by Canadian 
producers. 

Current investment policies remain intact. 


How Do You Benefit? 


With secure, huge markets in the U.S. our 
energy resources will be developed sooner, 
providing jobs and energy security. 

All regions will benefit — British Columbia from 
electricity exports, Alberta from oil and gas, 
Saskatchewan from oil and uranium, Manitoba 
from electricity, Ontario from electricity and 
uranium, Quebec and New Brunswick from 
electricity, and Nova Scotia and Newfoundland 
from oil and gas development. 

Canada’s energy security lies not in locking 
resources in the ground but in developing 
them to the benefit of all regions. 


SERVICES 
What We Got 


Canada and the U.S. agreed on a code of prin- 
ciples governing the service sector. The code 
will apply to future laws and regulations. 

The FTA will ease border crossing for 
Canadians engaged in business in the U.S. 
The two nations agreed to work towards 
recognizing and accepting the qualifications of 
each others professionals. The imminent agree- 
ment by the architects serves as a model for 
professions. 


Here’s What We Kept 


If you are a Canadian provider of enhanced 
telecommunications, such as electronic mail, 
the FTA guarantees your existing access to the 
U.S. market. This will help you expand your 
sales opportunities. 

Original financial recording and certain data 
processing of records must continue to be 
carried out in Canada. 


How Do You Benefit? 


The U.S. agreed to treat Canadian suppliers of 
services equally in future legislation. This will 
ensure that Canadian service businesses can 
compete with U.S. companies on an equal 
footing. 

The provincial governments will continue to 
provide enhanced telecom services such as 
electronic mail exclusively through their 

own authorities. 

All regions will benefit, especially Ontario and 
Quebec, which are major suppliers of high- 
tech services. 


GOVERNMENT PROCUREMENT 
What We Got 


The U.S. agreed to give Canadians equal 
access to bid on most U.S. federal government 


contracts worth between U.S.$25,000 and 
U.S.$171,000. 


How Do You Benefit? 


e If you are a Canadian supplier, you will have 
access to $4 billion more in U.S. government 
contracts. U.S. suppliers can compete for 
Canadian government contracts worth an 
additional $650 million. 

All regions of Canada will benefit. It is good for 
small business. 


AUTOS 


What We Got 


e The new Free Trade deal phases out all tariffs 
on Canada-U.S. automotive products over 
10 years. 

¢ Producers will have to have 50 per cent North 
American content in their vehicles, to qualify 
for tariff-free trade between Canada and 
the U.S. 


Here’s What We Kept 


e The FTA keeps Auto Pact conditions and 
benefits for GM, Ford and Chrysler. 

e The Big Three must keep their commitments 
covering Canadian production levels. 


How Do You Benefit? 


e The deal is binding on all Canada-U.S. auto 
trade, including that now conducted under the 
Auto Pact. 
If you are a parts manufacturer, you will benefit 
from the new rules. The FTA encourages 
vehicle assemblers to purchase more Canadian 
and U.S. parts. 
Ontario and Quebec will be the major industrial 
beneficiaries. 
¢ Canadians will be able to import used cars 

and trucks. 


INVESTMENT 
What We Got 


The FTA ensures that Canadian investors get 
continued secure and equal access to U.S. 
markets. 

The FTA explicitly recognizes Canada’s right to 
review major takeovers by U.S. interests. 


Here’s What We Kept 


Canada keeps the right to restrict U.S. invest- 
ment in key sectors such as energy, transpor- 
tation and culture. 


How Do You Benefit? 


In recent years, Canadians have invested more 
in the U.S. than vice versa. 

If you presently invest in the United States, the 
FTA will protect you from growing protectionist 
sentiment by guaranteeing equal access. 


Canada will keep attracting productive foreign 
investment under the new Free Trade deal. We 
need foreign investment to develop our 
economy fully, but we will Keep Canadian 
control in key sectors. 

Foreign investment will create jobs in 

all regions. 


FINANCIAL SERVICES 
What We Got 


The U.S. agreed to guarantee Canadian banks 
their existing rights to engage in interstate 
banking. 

The FTA will let Canadian banks in the U.S. 
underwrite and deal in Canadian government 
bonds and treasury bills in the U.S. 

Canada’s insurance industry will get secure 
access to the U.S. market. 

The deal guarantees that Canadian banks will 
get the full benefit of U.S. financial reform when 
and if the U.S. amends its banking laws. 
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Here’s What We Kept 


¢ Canada will keep the right to control entry of 
foreign banks into Canadian financial markets. 

e Canada will keep full power to regulate char- 
tered financial institutions operating in Canada. 


How Do You Benefit? 


e The FTA will open up a major new area of the 
securities market for Canadian banks in the U.S. 
If you are a Canadian bank or insurance 
company or a shareholder in one, you will 
have secure access to the U.S. You can com- 
pete on an equal footing with your American 
counterparts. 


Hon. Pat Carney 
Minister for International Trade 


awe External Affairs Affaires extérieures 
Canada Canada 
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